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THE  TAXATION  OF  UXEARXED  INCREMENT 

By  Professor  H.  J.  Davenport 

Department  of  Political  Economy,  The  University  of  Chicago, 

Chicago,  111. 

Precisely  because  this  paper  — so  far  as  it  concerns  itself 
with  the  single  tax  at  all  — will  be  devoted  in  about  equal  parts 
to  critici,sm  of  the  single  tax  program  and  to  criticism  of  its 
critics,  there  will  perhaps  come  some  thread  of  intelligibility  to 
this  discussion  if,  at  the  outset,  I make  partial  confession  of 
my  own  convictions. 

1 believe,  then,  that  there  is  a great  and  important  truth  at 
the  heart  of  the  single  tax  doctrine;  that  much  has  been  lost 
and  irretrievably  lost  bv  the  centuries  of  delav  in  the  recogni- 
tion  and  the  application  of  this  principle;  that  the  offered 
refutations  are  mostly  erroneous  or  beside  the  point,  — in  about 
the  same  degree,  indeed,  as  most  of  the  arguments  in  favor  of 
it,  — both  resting  in  theory  upon  substantially  the  same  pre- 
suppositions. But  I am  unable  to  ascribe  to  the  single  tax 
program  anything  approaching  primacy  of  importance  as  a 
method  of  social  amelioration,  and  I am  positive  that  its  basis 
of  theory  requires  a searching  reexamination  and  its  practical 
program  a radical  reformulation,  before  anvthing  enduringly 
good  can  be  derived  from  the  essential  truth  which  it  contains. 

The  following  propositions  are  therefore  submitted: 

1.  The  social  appropriation  of  the  unearned  increment  of 
land  values  must  be  worked  out  not  by  a tax  upon  the  capital- 
ized present  worth  of  the  rental  income  but  by  direct  process 
against  the  rental  income.  Not  so  much  in  general  purpose 
and  in  general  principle  as  in  theory  and  in  method  is  the  single 
tax  program  defective. 

2.  But  even  so  the  principle  is  practicable  only  as  applied  to 
location  rents.  To  burden  the  fertility  must  work  the  pro- 
gressive exhaustion  of  this  fertility.  Only  the  irremovable 
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bases  of  value  can  safely  be  burdened  — and  this  only  upon  the 
condition  that  the  position  rent  be  kept  strictly  .separate  from 
the  fertility  rent.  Otherwise,  the  owner  will,  by  the  “ skinning  ” 
proce.ss,  deteriorate  the  property  to  the  utmost  possible  extent, 
with  the  purpose  of  transferring  his  value  investment  into  an 
untaxed  form. 

3.  But  subject  to  this  limitation, —applied,  that  is  to  say,  to 
the  position  rents  of  agricultural  land  and  of  town  property, — 
the  claim  of  society  to  all  future  increments  should  forthwith 
be  a.s.serted. 

4.  Rightly  understood,  the  single  tax  doctrine  is  not  a tax- 
doctrine  at  all;  it  merely  urges  the  employment  of  the  tax 
machinery  and  administration  for  the  aiipropriation  of  socially 
produced  values. 

5.  It  is,  therefore,  irrelevant  to  urge  as  an  objection  to  the 
plan  that  it  does  not  apportion  public  burdens  to  faculty,  or 
that  it  burdens  some  classes  more  heavily  than  others,  or  that 
the  derived  revenues  will  not  suffice  for  public  needs.  Nor  is 
the  advocacy  of  a general  confiscation  of  existing  land  values 
any  necessary  or  essential  part  of  the  theoretical  ca.se. 

6.  The  principle  of  the  propo.sed  reform  is  especially  impor- 
tant with  reference  to  the  unearned  increments  of  public  utility 
undertakings  — transportation  or  other  — and  to  all  industries 
gravitating  toward  monopoly  organization.  But  here  also  the 
method  of  percentage  tax  upon  values  is  inappropriate. 

7.  Anv  delav  or  uncertainty  as  to  the  treatment  of  these 
unearned  increments  works  out  either  in  irreparable  loss  to 
society,  or  in  gross  injustice  to  individuals;  at  the  same  time 
it  renders  fundamentally  unstable  not  only  the  entire  fabric 
of  stock  values,  but  the  superstructure  of  banking  credit  as  well. 

There  are  certain  issues  that  need  not  long  detain  us.  It  was 
pointed  out  by  General  Walker  more  than  two  decades  ago 
that  of  the  three  influences  asserted  bv  Henrv  George  to  be 
con.stantly  making  for  the  increase  of  land  rent,  (1)  increasing 
population,  (2)  improving  agricultural  technique,  and  (3)  de- 
veloping facilities  of  transportation  — only  the  first  actually 
works  in  the  direction  ascribed  to  it;  the  second  and  third 
influences  have  precisely  the  opposite  bearing. 
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But  that  the  first  point  is  admittedly  valid  suffices  to  estab- 
lish the  case,  only  that  it  is  a less  serious  case.  Three  witne.s.ses 
are  not  necessary  to  your  suit,  if  only  the  testimony  of  your 
first  witness  is  decisive.  And  surely  the  relation  of  expanding 
population  to  rent  is  disquieting  enough  The  law  of  diminish- 
ing returns  applies  here  to  signify  that  with  an  increasing 
number  of  human  beings  — other  things  being  equal  — a 
smaller  per  capita  output  of  land  products  must  obtain;  and 
the  law  of  rent  thereupon  asserts  that,  out  of  this  diminishing 
aggregate  of  product,  a constantly  larger  and  larger  share  must 
accrue  to  the  landholding  cla.ss.  Thus  all  the  other  cla.sses 
suffer  by  a compounded  pressure  of  adversity  — the  law  of 
diminishing  returns  smites  them  with  biith  edges  of  its  sword : 
landowners  are  gaining  through  the  progressive  misfortune  of 
society  as  a whole. 

Taking  all  this  to  be  true,  however,  it  is  obvious  that  the 
single  tax  principle  promises  no  help  for  the  lower  level  of 
productiveness  attendant  upon  the  crowding  of  population; 
only  such  amelioration  is  possible  as  is  implied  in  a better 
distribution  of  whatever  product  then;  is  to  be  distributed. 
The  single  tax  method  of  achieving  this  better  distribution  is 
to  use  these  increasing  land  rents  in  place  of  ordinary  taxes. 

The  offered  remedy,  then,  for  whatever  it  is  worth,  must  be 
found  in  some  method  of  socializing  these  rental  incomes. 
But  whether  the  application  of  the  plan  should  be  purely  pre- 
ventive in  character,  as  referring  solely  to  future  increments, 
or  should  rather  be  made  to  applyq  nunc  pro  tunc,  to  such 
increments  as  have  already  accrued,  i.s  rather  a problem  of 
morals  or  of  legislation  than  purely  of  economics. 

Single  tax  discussion  proceeds  for  the  most  part  upon  the 
assumption  that  the  tax  once  imposed  upon  the  landlord  can- 


not shift.  Should  it  shift  this  would  precisely  defeat  the 
principle  and  purpose  of  the  single  tax ; it  would  not  attach 
ultimately  to  the  unearned  increment.  On  the  other  hand, 
the  shifting  of  the  tax  would  avoid  the  most  bitter  of  the 
criticism.  Taking  the  case  to  be  one  of  a more  indirect  tax,  a 
silence  must  fall  upon  all  claims  of  radical  amelioration  and 
upon  all  charges  of  confiscation  or  of  serious  class  injustice; 
regarded  as  a shifting  tax,  nothing  remains  of  the  issue. 
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What,  then,  is  the  incidence? 

The  argument  according  to  which  the  landlord  pay's  the  tax 
is  familiar  enough.  No  tax  can  shift  excepting  as  somehow 
disturbing  the  market  values  of  products;  all  problems  of 
incidence  are  value  problems.  Disturbance  of  market  value 
is  possible  only  through  modifying  either  the  demand  for  the 
product  under  consideration  or  the  supply  of  it.  It  is,  then, 
clear  enough  that  a tax  of  the  sort  proposed  can  have  no 
appreciable  effect  to  modify  the  demand  for  agricultural  prod- 
ucts. And  on  the  supply  side  also  the  solution  seems  almost 
equally  clear;  the  tax,  as  only  a portion  of  the  rent,  at  no  matter 
how  high  a percentage,  can  have  no  effect  to  drive  out  of  culti- 
vation either  rent-paying  land  or  marginal  land.  The  principle 
that  a half  loaf  is  better  than  no  bread  applies  to  retain  all 
supra-marginal  land  in  its  established  use;  and  marginal 
lands  can  readily  bear  any  possible  percentage  of  tax  upon 
their  rentals,  since  they  pay  no  rent.  So  long  as  the  tax 
burden  does  not  exceed  the  rent,  no  lands  will  be  abandoned 
becau.se  of  the  tax. 

Both  demand  and  supply,  then,  remaining  unaffected  by  the 
tax,  it  follows  that  prices  must  be  unchanged;  the  incidence, 
that  is  to  say,  is  not  upon  the  consumers. 

As  between  landlord  and  tenant  the  ca.se  is  even  clearer. 
Tenants  can  get  no  more  for  their  products;  they  can  pay  no 
higher  rents  for  their  holdings;  and  the  landlords,  who  have 
all  the  while  been  imposing  all  the  rents  they'  were  able,  have 
now  no  new  leverage  whereby  to  force  an  increase. 

Superficially  viewed  the  entire  problem  appears,  therefore,  to 
fall  within  that  widest  and  most  fruitful  of  generalizations  in  the 
theory  of  taxation,  viz.,  that  no  tax  upon  either  a producer’s  or 
a consumer’s  differential  can  ever  be  shifted;  shifting  occurs 
through  supply  influences  only  when  marginal  cost  is  increased. 

That  this  is  the  traditional  and  accepted  analysis  of  the  case, 
and  that  in  the  main  it  is  held  in  common  by  both  the  partisans 
and  the  opponents  of  the  single  tax,  will  hardly'  be  di.sputed; 
the  following  citations  of  doctrine  are  ty'pical.  Bastable  writes, 
“That  on  the  hypothesis  of  perfect  competition,  a tax  on  rent 
must  remain  on  the  payer  is  an  undisputed  truth”  (“Public 
Finance,”  p.  379).  The  reasoning  appears,  indeed,  to  be  a 
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from  the  Rieardian  theory  of  rent,  and  is 
hound  up  with  the  traditional  distinction  between  land  instru- 
ments and  capital  instruments  in  their  relations  to  costs  and  to 
value.  For,  as  Bastable  insists,  the  case  is  quite  other  with 
capital : “ L nlike  land,  it  can  be  indefinitely  increased  In'  human 
foresight  and  i^rudence,  having  as  a chief  inducement  the  return 
to  be  obtained  l)v  investment.  Ta.vation  on  interest  ...  is 
therefore  a direct  discouragement  to  sa\ing.” 

.\nd  Carver  writes: 


“ -\11  goods  excepting  land  ‘are  perishalde  and  reproducible 
while  laud  is  not  ’ . . . The.se  distinctions  are  imj)ortant  because 
important  conclusions  as  to  jmblic  policy  dej^end  upon  them. 
. . . A tax  on  land  . . . has  a diffen'iit  effect  from  a tax 
on  an  article  which  is  being  produced,  worn  out,  and  repro- 
duced by  human  effort.  A tax  on  the  latter  class  of  articles 
has  the  elfect  of  discouraging  that  effort  and,  consequently, 
of  retlucing  the  supply,  whereas  a tax  on  land  does  not  affect 
the  supply  in  the  same  way  nor  to  the  same  degree.”  (“  Dis- 
tribution of  Wealth,”  j).  129.) 


The  principle  on  which  all  this  goes  n<!ed  not,  then,  be  mi.s- 
taken.  A tax  on  any  manufactured  article  will  mostly  shift 
to  the  consumer  by  raising  the  cost  of  ii,  and  so  reducing  the 
supply  of  it,  and  thus  enhancing  the  price  of  it;  so  a tax  on 
any  industrial  appliance  mainlv  or  exclu.-ivelv  used  in  anv  line 
of  production,  or  a relatively  high  tax  on  the  capital  employed 
in  any  line  of  production,  must  shift  to  consumers,  since  to  the 
degree  that  consumers  cannot  be  made  to  stand  the  tax,  there 
must  forthwith  begin  an  outflow  of  the  capital  toward  other 
and  less  burdened  industries,  thereby  a restricting  of  the  supply 
of  the  commodity  in  question  and  a lifting  of  the  price  upon 
such  volume  of  the  product  as  still  comes  to  the  market,  — .so 
far  as  persisting  consumers  are  concerned  the  tax  is  a shiftimr 
tax.  And  even  if  the  capital  inve.stment  be  embodied  in  spe- 
cialized appliances,  the  shifting  is  none  the  le.ss  certain,  but 
only  slower  — as  taking  place  by  the  proce.ss  of  wearout  and 
deprival  of  upkeep. 

But  evidently,  if  the  burden  of  taxation  is  equally  heavy  in 
every  other  direction  of  investment  or  of  utilization,  the  shift- 
ing cannot  occur;  it  is  only  changes  in  relative  cost  that  are 
relevant  to  value. 
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Now  note  that  whether  the  proposed  land  tax  were  alone 
adecjuate  for  the  pul^lic  nece.ssities,  — whether,  that  is,  it  really 
justified  its  title  of  “single  tax,”  — the  plan  must  contemplate 
an  exceptionally  high  rate  of  burden  upon  ground  holdings.  If, 
then,  the  liurden  is  not  slowly  or  rapidly  to  shift,  this  must 
be  for  the  reason  that  the  value  investment  cannot,  either  slowly 
or  rapidly  — l)y  wearout  or  by  any  other  method  — be  with- 
drawn or  transferred. 

But  nothing  is  simpler  than  to  wear  out  a farm.  To  crop  and 
to  withhold  upkeep  of  fertility  — the  process  called  “skinning” 
— is  a well-recognized  way  of  marketing  a land  value,  it  is  as 
easy  as  selling  out  to  an  insurance  company  by  Imrning  one’s 
property.  Rural  Xew  England  in  its  approximate  entirety 
stands  witne.ss  to  this  fact;  tenant  farming  everywhere  is  its 
illustration  ; the  progressive  exhaustion  of  our  continental 
heritage  of  fertility  is  a direful  example;  stupid  or  improvident 
farming  — even  without  the  stimulus  of  a stupid  application 
of  the  stupid  general  property  tax  principle  — must  turn  over 

to  posterity  an  exhausted  farm  area. 

It  follows,  then,  that  the  general  principle  of  the  land  tax 
is  applicable  for  position  values  only.  And,  inoieo\ei,  it  is 
valid  for  the.se,  whether  rural  or  urban,  only  upon  the  assump- 
tion that  the  position  rent  is  kept  rigidly  di.stinct,  both  in 
appraisal  and  in  assessment,  from  the  fertility  of  the  improv- 
ment  rent.  8o  long  as,  through  the  misuse  of  a property,  there 
is  made  possible  the  withdrawal  of  value  from  it,  with  a result- 
ing lower  appraisal  and  a lower  burden,  so  long  will  the  o^\ner 
find  bad  husbandry  to  be  good  business,  and  so  long  will  the 
redi.striliution  of  his  fund  of  value  investment  appeal  to  him 

as  his  wisest  pecuniary  policy. 

But  I now  insist  that,  subject  to  the  foregoing  limitations, 
the  single  tax  advocates  have  a theoretically  valid  principle. 

Let  us  see  what  there  is  in  the  commonly  urged  objections: 

1.  That  the  tax  will  not  be  sufficiently  productive  to  cover 
the  budgetary  requirement ; it  is  thus  not  a single  tax. 

This  must  be  admitted  as  a valid  objection  so  far  as  it  attaches 
only  to  the  propriety  of  the  name;  but  it  is  only  so  far  ^alid. 
There  are,  indeed,  as  we  shall  shortly  see,  still  other  and  more 
weighty  grounds  of  objection  to  the  name. 
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2.  That  the  tax  is  inelastic. 

But  this  objection  is  valid  only  upon  the  assumption  that  the 
foregoing  objection  is  not  valid ; it  is  not  serious  that  one  tax 
out  of  an  entire  system  should  be  wanting  in  elasticity. 

3.  That  there  are  many  other  unearned  increments  equally 
serious;  why  single  out  this  one? 

But  not  all  are  equally  practicable  of  appropriation,  and,  in 
any  case,  that  all  ought  to  be  appropriated  is  a passably  poor 
reason  for  refusing  to  appropriate  any. 

4.  That  there  are  unearned  decrements;  is  society  to  at- 
tempt to  make  these  good  ? 

But  when  once  the  entire  position  value  has  come  to  belong 
to  the  State,  there  can  be  nothing  of  it  either  to  rise  or  to  fall. 
It  is  no  slight  merit  of  the  proposed  system  that  speculation 
and  boom  and  collapse,  as  dependent  on  land  speculation,  can 
no  longer  have  place. 

5.  That  it  is  disastrous  in  a democracy  to  have  one  class  of 
society  paying  all  the  taxes. 

This,  again,  is  in  conflict  with  the  objection  that  the  one  source 
of  revenue  must  prove  inadequate.  But  the  objection  can  best 
be  discussed  in  connection  with  a further  objection,  namely: 

6.  That  the  tax  is  not  proportional  to  faculty. 

But,  as  has  already  been  intimated,  the  tenability  of  the 
proposed  measure  is  not  safely  to  be  rested  upon  the  accuracy 
or  the  appropriateness  of  its  name;  there  is,  indeed,  a more 
serious  objection  to  the  term  “single  tax”  than  the  mere 
word  “single”;  the  single  tax  is  really  not  a tax  at  all,  but  an 
attempt  on  the  part  of  society  to  collect  for  its  own  benefit  the 
rentals  upon  the  estates  as.serted  to  belong  to  it.  No  burden 
is  menaced  upon  wages  or  interest  or  profits;  instead  there  is 
proposed  the  appropriation  of  another,  the  fourth  distributive 
share.  True,  it  is  propo.sed  that  the  machinery  and  adjustments 
and  terminology  of  tax  adm'inistration  be  employed  in  the 
working  out  of  the  plan;  but,  in  theory  and  in  substance,  no 
new  tax  is  advocated,  but  only  that  the  rents  upon  the  public 
estates  be  collected  and  applied  to  the  reduction  or  the  dis- 
placement of  the  taxes  now  collected. 

If,  now,  the  proposition  may  be  taken  as  established  that  in 
ultimate  analysis  the  single  tax  is  really  not  a tax  at  all,  but  is 
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merely  an  as.sertion  on  the  part  of  society  of  its  right  to  collect 
the  rents  upon  its  properties,  the  foundation  has  been  laid  for 
some  further  generalizations  extending,  both  in  theoretical 
and  in  practical  significance,  far  beyond  the  limits  of  the  single 
tax  discussion.  I freely  admit  that,  confined  solely  to  the  land 
rent  problem,  the  inaccuracies  of  thought  involved  in  the 
name  “single  tax”  are  not  matters  of  transcendent  importance. 

But  the  broader  truth  awaits  recognition  not  only  that  the 
appropriation  of  unearned  increment  values  is  not  taxation, 
but,  still  further,  that  the  principle  of  appropriation  is  really 
not  possible  of  application  through  taxation. 

It  has  long  been  recognized  in  the  business  world  and  is  now 
belatedly  receiving  acceptance  in  theoretical  discussion,  that 
the  value  of  any  income-paying  property  rests  ultimately  not 
upon  cost  but  upon  earning  power  — that  cost  gets  into  the 
case,  if  at  all,  only  as  bearing  upon  the  relative  supplies  of  pro- 
ductive properties  and  thereby  upon  their  earning  power,  and 
that  the  market  value  of  any  property  is  merely  the  present 
worth  of  its  more  or  less  confidently  expected  future  earnings. 

It  follows  from  this  capitalization  principle  that  any  tax 
deduction  from  net  income  must  reflect  itself  in  a proportional 
fall  in  market  value.  Doubtle.ss,  however,  it  mast  be  admitted 
that,  if  the  tax  is  general  over  the  whole  field  of  investment, 
this  capitalization  principle  will  nowhere  manifest  itself  in 
lower  values;  true,  the  net  income  is  everywhere  lower,  but 
the  interest  rate  upon  which  the  computation  of  present  worth 
proceeds  is  a correspondingly  lower  rate. 

This  admission  does  not,  however,  affect  our  problem,  which, 
by  as.sumption,  concerns  only  the  effect  of  an  especially  high 
rate  of  burden  upon  the  values  of  particular  lines  of  investments. 
The  single  tax  principle,  at  its  extreme  of  application,  would 
evidently,  then,  leave  no  value  to  be  taxed.  Even  beginning 
in  a partial  application,  the  value  of  the  property  must  imme- 
diately contract  to  correspond,  and  forthwith,  for  the  mainten- 
ance of  the  original  revenue,  a higher  percentage  rate  of  tax 
will  be  required.  The  principle  is  merely  that  in  so  far  as 
appropriation  proceeds,  there  can  remain  no  value  to  serve  as 
tax-rate  basis.  Thus  there  is  nothing  for  the  case  but  to 
abandon  the  present  worth  expression  of  the  income  and  to 
proceed  directly  against  the  income. 
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But  for  practical  purposes  all  this  is  (ispecially  relevant  to 
the  problem  of  the  taxation  of  corporate  securities.  Let  it  be 
assumed  for  the  purposes  of  the  argunumt  — and  the  actual 
truth  of  the  assumption  need  not  at  all  concern  us  — that  the 
bonds  and  preferred  stocks  of  American  railroads  are,  in  most 
cases  and  upon  the  average,  sufficient  to  cover  the  investment 
costs  of  creating  the  plants  and  establishing  the  businesses; 
it  must  follow,  if  the  doctrine  above  stated  is  accepted,  that 
the  common  stocks  carry  a market  value  representative  of 
nothing  else  than  the  present  worth  of  the  hope  of  excess  income. 
The  problem  in  this  case,  then,  is  whether  the  machinery  of 
taxation  can  be  made  to  serve  in  securing  to  the  public  the 
incomes  accruing  upon  these  stocks. 

Precisely  this  problem  appears  to  ha\e  presented  itself  — 
though  fractionally  — to  Bastable;  he  observes: 

“ eighty  is  the  fact  that  with  a system  of  private  ownership 
and  a developed  economic  organization  the  titles  to  these  un- 
earned gains  are  in  a constant  process  of  transfer,  and  future 
prices  are  estimated  in  the  prices  given.  The  anticipated 
future  movement  of  rent  is  registered  in  the  price  of  land. 
Pi’emiums  on  shares  measure  the  gains  from  speculation  or 
monopoly.  Justice  could  therefore  be  attained  only  by  taxing 
such  increase  immediately  on  its  existence  being  noticed,  an 
entirely  hopeless  endeavor.” 

But  increase  of  what  — of  the  earning  power,  the  actually 
accruing  income  from  the  property  of  the  business?  But  it  is 
pointed  out  by  Bastable  that  these  anticipated  earnings  were 
long  ago  capitalized  into  market  values,  and  have  .since  under- 
gone indefinite  transfer.  The  confiscation  objection  applies 
here  precisely  as  in  the  land  question. 

But  if  by  “such  increase”  is  meant  the  increased  market 
values  derivative  from  the  substance  of  things  hoped  for,  but 
as  yet  unseen,  and  if  it  be  intended  that  taxation  should  forth- 
with step  in  to  appropriate  these  increases,  the  difficulty  is 
that,  upon  this  assumption,  these  increa.ses  will  never  manifest 
themselves;  if  the  certainty  exists  that,  when  these  generous 
revenues  shall  actually  accrue,  the  State  will  bestir  itself  to 
intercept  them,  market  values  can  never  lise  in  foreshadowing 
and  announcement  of  the  coming  event.  Thus  market  values 
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can  disclose  the  promise  or  the  actuality  of  the  excess  revenues 
only  upon  the  assumption  that  no  remedial  action  has  been  or 
will  be  taken  against  them.  And  if,  contrary  to  the  market- 
registered  expectation,  there  is  finally  applied  a remedy,  this 
remedv  must  work  the  sudden  confiscation  of  market  values 
long  generally  traded  in,  but  now  lodged  deflated  in  the  hands 
of  those  investors  least  shrewd  in  political  forecast. 

If,  however,  doubt  exist  as  to  the  future  policy  to  be  govern- 
mentally  adopted,  the  valuation  of  the  stocks  in  question  be- 
comes nothing  more  or  other  than  a great  game  and  gamble 
upon  this  issue.  When  faith  in  public  drowsiness  flourishes, 
or  when  confidence  waxes  in  the  possibility  of  somehow  con- 
trolling the  intermediaries  between  public  opinion  and  its 
legislative  exjDression,  stocks  will  be  value-strong  in  the  pros- 
pect of  future  high  returns.  When,  however,  turbulence  of 
public  opinion  becomes  especially  marked,  or  some  truculent 
executive  gets  especially  strenuous,  there  befalls  a stock  panic, 
and  together  with  this,  if  conditions  are  favorable,  direful 
secondarv  effects  and  reactions. 

It  is,  then,  evident  that  neither  the  forward-looking  nor  the 
backward-looking  application  of  the  tax  principle  can  avail 
as  a solution  of  the  unearned  increment  problem.  The  only 
thing  possible  is  the  adoption  of  such  measures  in  advance  as 
shall  forbid,  either  as  capitalized  pre.sent  worth  or  as  later 
collectible  income,  the  emergence  of  the  unearned  increments  in 
question.  There  must  be  permitted  neither  the  actual  dis- 
tribution nor  even  the  menace  or  the  promise  of  a distribution 
of  these  excess  revenues.  The  methods  must  be  entirelv 
anticipatory  and  preventive,  whether  by  regulation  of  rates, 
or  by  sliding  scales  of  franchise  charge,  or  even  by  the  still  more 
drastic  and  possibly  less  effective  or  less  practicable  devices 
of  radicalism.  At  all  events,  the  present  happens  to  be  an 
especially  opportune  time  for  coming  to  realize  that  so  long  as 
society  shall  neglect  or  refuse  to  accept  and  to  enact  and  to 
proclaim  this  principle  of  social  appropriation,  so  long  is  societ}’ 
electing  to  stake  its  financial  and  indusf  rial  stability,  not  merely 
upon  the  as.sumption  that  for  the  indefinite  future  society  is 
going  to  allow  itself  to  be  limitlessly  plundered,  but  also  that 
the  investing  public  will  regularly  and  continuously  rest  unper- 
turbed in  this  conviction. 
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